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E.O. 1 1652: GDS 
TAGS: EFIN, BGEN, ID 
SUBJECT: DOMSAT CASE 

REF: (A) JAKARTA 1929, (B) JAKARTA 2764 

1 . LOCAL HUGHES REP. ERED JUDGE, MARCH 4 CALLED ON ME ON 
INSTRUCTION OF HUGHES PRESIDENT PUCKETT TO BRING TELEX 
COPY OP MARCH 3 LETTER PROM PUCKETT TO MINISTER SALIM 
WHICH JUDGE WAS ABOUT TO DELIVER TO MINISTER SALIM. COM- 
PLETE TEXT OP TELEX IS AS FOLLOWS: 

BEGIN TEXT: 

DR. EMIL SALIM 

MINISTER OP TRANSPORT, COMMUNICATIONS AND TOURISM 
MERDEKA BARAT NO. 8 
JAKARTA, INDONESIA 
DEAR DR. SALIM: 

THANK YOU POR YOUR LETTER OP 21 PEBRUARY 1977, 

WHICH WAS ALSO RELAYED TO ME BY YOUR WASHINGTON EMBASSY 
IN A LETTER DATED FEBRUARY 23, 1977. 

LET ME START OUT BY REMOVING ANY QUESTION WHICH MAY 
BE IN THE MINDS OP ANYONE IN INDONESIA CONCERNING THE 
PACTS. HUGHES AIRCRAPT COMPANY HAS HAD NO CONTRACTUAL 
OBLIGATION TO PAY AND HAS NOT PAID ANYONE ANY AMOUNT TO 
OBTAIN THE INDONESIAN DOMESTIC SATELLITE CONTRACT. NO 
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PAYMENTS HAVE BEEN MADE BY THE COMPANY DIRECTLY OR THROUGH 
ANY BRANCH OR REPRESENTATIVE, AND NO PAYMENTS WILL BE 
MADE IN THE PUTURE. 

TO GIVE YOU PURTHER ASSURANCE ALONG THIS LINE WE 
ADVISED YOU IN MR. VISHER'S TELEX OP PEBRUARY 25 THAT WE 
ASKED THE PUBLIC ACCOUNTING PIRM OP HASKINS AND SELLS, WHO 
ARE OUR INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS, TO 
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EXTEND THEIR AUDIT PROCEDURES TO INCLUDE THE REVIEW OF 
EXISTING INTERNAL CONTROLS RELATED TO DISBURSEMENTS UNDER 
THE PROGRAM. HASKINS AND SELLS INFORMS US THAT THEY 
EOUND NO IRREGULARITIES IN CONNECTION WITH THIS MATTER 
IN THE RELATED ACCOUNTING RECORDS, AND THEY WERE SATISFIF.D 


WITH THE CONTROLS THAT EXISTED IN THE DISBURSEMENT FUNCTIONS. 

IN ADDITION, IT SHOULD BE NOTED THAT HUGHES AIRCRAET 
COMPANY IS UNDER CONTINUOUS REVIEW BY REPRESENTATIVES 
OE THE UNITED STATES GOVERNMENT WITH RESPECT TO THE 
PEREORMANCE OF GOVERNMENT PRIME CONTRACTS AND SUBCON- 
TRACTS AT ANY TIER. THIS REVIEW, WHICH HAS INCLUDED AN 
EXAMINATION OE THE RECORDS OF COMMISSIONS, CONSULTANTS' 

FEES, AND SMILIAR COMPENSATION WITH RESPECT TO ALL OUR 
CONTRACTS, COMMERCIAL AND FOREIGN, AS WELL AS THOSE 
WITH OUR GOVERNMENT, HAS NEVER PRODUCED ANY EVIDENCE OE OUR 
PAYMENT OF ANY IMPROPER COMMISSION OR CONSULTANTS' EEE. 
BECAUSE OE THE QUESTIONS RAISED BY YOUR CABLE WITH 
REGARD TO POSSIBLE LEGAL ACTIONS AGAINST DR. CHEATHAM 
WE AGAIN ASKED OUR LEGAL COUNSEL FOR ADVICE. EVEN 
IGNORING THE PROBLEMS OF PROOF INHERENT IN A CASE SUCH 
AS THIS IT WOULD APPEAR THAT ACTUAL DAMAGES WOULD BE 
ALMOST TOO SPECULATIVE TO PROVE. IN ADDITION, ANY SUCH 

LITIGATION WOULD BE EXTREMELY EXPENSIVE AND TIME-CONSUMING. 
EOR THESE REASONS, REGARDLESS OE THE MORAL OR EVEN LEGAL 
JUSTIEICATION, OUR COUNSEL DOES NOT RECOMMEND THAT WE 
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PROCEED WITH ANY LITIGATION AT THIS TIME. NEVERTHELESS, 

WE HAVE ASKED THEM TO CONTINUE TO REVIEW THE SITUATION, 

AND WE WILL TAKE WHATEVER ACTION MAY BE APPROPRIATE 
IN LIGHT OE ANY EUTURE DEVELOPMENTS. 

IN YOUR CABLE YOU ASKED ABOUT OUR PRACTICE WITH 
RESPECT TO THE PAYMENT OE ROYALTIES OR COMMISSIONS IN 
CONNECTION WITH PROGRAMS SIMILAR TO THAT UNDERTAKEN IN 
INDONESIA. HUGHES RECOGNIZES THAT DISPARITIES 
IN CULTURE, LANGUAGE, CUSTOMS AND BUSINESS PSYCHOLOGY CAN 
SOMETIMES PRESENT SUBSTANTIAL OBSTACLES IN ITS DEALINGS 
WITH A FOREIGN CUSTOMER. ACCORDINGLY, ON OCCASIONS WE DO 
RETAIN OUTSIDE CONSULTANTS OR SALES REPRESENTATIVES TO 
ASSIST US IN OVERCOMING THESE OBSTACLES. FOLLOWING NOR- 
MAL PRACTICE, THEIR COMPENSATION IS IN THE FORM OF A FEE 
OR A COMMISSION OR A COMBINATION OE THE TWO. HOWEVER, NO 
SUCH ASSISTANCE WAS REQUIRED IN CONNECTION WITH THE 
INDONESIAN PROGRAM, AND NO PEE OR COMMISSION WAS PAID OR 
WILL BE PAID TO ANY THIRD PARTY FOR ANY SUCH SUPPPORT. 

VERY TRULY YOURS, 
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A.E. PUCKETT 
PRESIDENT 
END TEXT. 
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2. AFTER BRIEFLY REVIEWING HUGHES SITUATION UP TO THIS TIME, 
JUDGE SAID THAT IT WAS HIS COMPANY'S HOPE THAT PUCKETT'S 
LETTER TO SALIM WOULD PUT THE WHOLE CASE TO REST BUT THAT 
HUGHES WAS NOT CERTAIN TO WHAT EXTENT GOI WOULD CONTINUE 
PURSUE POSSIBLE LEGAL ACTIONS AGAINST DR. CHEATHAM AND 
THE NEW YORK TIMES. JUDGE SAID THAT HUGHES WAS IN FACT 
PERPLEXED BY THE ENTIRE SITUATION AND ASKED FOR MY VIEWS 
ON SALIM'S CONCERNS AND WHAT FURTHER DEVELOPMENTS I MIGHT 
ANTICIPATE. HE NOTED THAT SALIM HAD NOT FELT THAT 

HUGHES WAS TAKING SUFFICIENTLY FIRM ACTION IN COUNTERING 
THE NEW YORK TIMES ALLEGATIONS AND THAT THIS HAD PROMPTED 
HUGHES TO ASK FOR AN AUDIT REPORT BEFORE SENDING A FURTHER 
MESSAGE TO SALIM. 

3. JUDGE SAID THAT SALIM HAD COMMUNICATED WITH DR. PUCKETT 
AND HAD REQUESTED PRICE DATA ON THE CONTRACT. SUCH DATA, 
JUDGE SAID, HAD IN FACT BEEN PROVIDED TO SALIM ALONG WITH 
AN EXPLANATION FOR THE SPREAD BETWEEN THE INITIAL ESTIMATE 
AND THE FINAL CONTRACT PRICE. 

4. 1 TOOK THE OCCASION TO INFORM JUDGE OF THE JUSTICE 
DEPARTMENT DECISION TO CONDUCT INVESTIGATION (WHICH JUDGE 
SAID HE WAS NOT AWARE OF) AND OF JUSTICE'S READINESS TO 
DISCUSS WITH GOI OFFICIALS POSSIBLE AGREEMENT FOR THE EX- 
CHANGE OF INFORMATION RELATING TO THE DOMSAT CASE. I 
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INEORMED JUDGE THAT THUS EAR SALIM HAD NOT REACTED TO THIS 
OEFER NOR HAD HE EITHER MADE PUBLIC EX-IM CORRESPONDENCE 
WITH SENATOR PROXMIRE NOR MADE PUBLIC STATEMENT REGARD- 
ING THE JUSTICE DEPARTMENT'S INVESTIGATION. 

5. JUDGE SAID THAT HE APPRECIATED BEING BROUGHT UP TO 
DATE ON THE SITUATION AND REQUESTED THAT WE TREAT OUR 
COPY OP DR. PUCKETT'S LETTER TO SALIM WITH UTMOST CON- 
PIDENCE. 

NEWSOM 
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